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'n^THE instructional cost INDEX: ^ 
A SIMPLIFIED APPf\OACH TO INTERINSTITUJIONAL COST tOMPARISON^ 



■ ^ ; ; ABSTRACT 



The paper describes a simply, yet effective method of computing a com'parative 
index of Instruc/cional costs. The Instructional Cost Index identifies direct 
cost differeat/ials among instructional programs. Cost differentials are de- 
scribed in l^rms of d^ifferences among numerical values of ya-riables which reflect 
fundament/l academic and resource alTocation policies. The pragmatic management 
' informwon provided by policy .variables and the resultant Instructional Cost 
Inde/ may be used by decision makers at all leveT'^'-^s^n al ternative^tp similar 
ir)T'ormati on provided by other, more complex instructional cost methodologies 
4^hich require subst^intially more input data. The exarfiples given demonstrate 
the modest\data requirements of the Instructional Cost Index- procedures.' 
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THE INSTRUCTIONAL COST INDEX: - 
-A SIMPLXFIED APPROACH IN INTERINSTITUTIONAL COST= COMPARISON . 

In 1973, the presidents of the one hundred and eighteen public and private 
colleges and uniyerg^itles of the Commonwealth of Mas^sachusetts formed a 
Public/Private Forum on Higher Education. The Forum's purpose is to further 
cooperation' among the schools in responding to, numerous statewide policy pro- 
posals which affect both private and public higher education in Massachusetts. 
Early in its deliberations, the Forum found that intelligent decisions could 
not be made without quantifiable data to support assessments of current situations 
and forecasts of future trends. To deal witfi\the need fon additional data, a 
small working committee was established to advise the Publ ic/Privatf Forum on 
ba^ic higher education infonnation appj:^pr2Ste for\^^^ po\1cy, decisions. 

The committee is charged w>th the responsTBility of recommending data collection 

procedures appropriate to statewide coj^peration and\planrt^ng efforts. 

\ 

■ . ■ ^-f ■ ' I , ' '\ ■ . \' - • 

The initi a l"''c|f)*filttee project ^ referred to as the Cost Study, dij-ec ted toward 

developi^ig uniform cost analysis procedures- Beciilmiendaitions witl be completed 
by October 1974* Every effort hias been made to utilize the analytical develop- 
ments of Qther^''groups and agencies in order that *the recommendations adhere' to 
accepted norms and standards for higher education data reporting /and analysis 
in a manner appropriate to the uniqufe mix of Massachusetts publico and private 
institutions'- The findings of the initial Cost Sti^y efforts a|re the subject 
(if this paper, 7- . / , 



Objectives of the Cost Study r ; 
in the context^ of limited tii 
objectives of the Cost Stildy 



in the context^ of limited time ail'cf resources, the following are primary 

tile. ^ 
1. To identify the magnitude of direct instructional cost 



differences among the colleges and universitTes in the State. ' 
Z. To provide information on factors which contribute to instrtic-- 

tional cost differentials. * 
3. To provide a reasonable^basis for comparative interpretation 

and analysis of instructional cost differentials. 

There are also certain ancillafy objectives of the Cost Study: ^ 

■ . ■ •. . . ■ ■ ■ / ■ ■ ■■• ■ ' ■ ' • ■ ■ 

Ir—To serve as a first itep in the evolution of a statewide 

■•/'■■ ' ■ ■ . ■ . 

higher education information system. 

/ ■ ' • . ■ 

■ . ./ - • • ^ 

2. To provide institutions with information useful for^nsti- j - . , 
tution^l management, > V 

3. To assist Institutions in the development of the capability - * 
to provide analytical support for internal institutional manage- 
ment. 

4. To promote interinstitutional coQperation at all levels including 
formal and infoVmal exchange of ideas. . 

Preliminary to the development of a uniform cost reporting system and atterif^ 
dant procedures is the development of specifications for uniform data ckfi- 

nitions/a program classification structure^ and other standards tha^fc-rittist ^ ^ 

.. ■ ' , . • " . • - (?' ' 

apply to data collected for cost analysis. The resulting methodology, including 
definitions,, fonns,, methods, procedures ^» andJaiAalytic systems, will be designed 
to provide^4^vforinat4^n which will aid the Forum in dealing with major policy 
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issues such*as tuition levisis, financial support for higher education, state- 
wide program planning, and statewide student aid. 

■ f - /■ ■ . ■ ' 

Because/ of time and resource limitations, a number of questions germane -to. .. 
higher education cost comparisons could not be adequately investigated/ .These 
include such questions as faculty effort analysis, program structures and capi- 
tal costi. it wa^ decided to rely heavily on NCHEMS^ definitions and procedures 



for faculty effort artd program .structures. However, no such agreed .jipjM^=4ta4^da:rct^ 
exist f6r capital cost eixpendi tures , Although the cost of capital expenditures. , 
can. signific^intly influence the outcome of a cost analysis, there is no agree- • ' 



ment a't the present time as to 1^l:tie'rTr5irrt^^h^ 

tributed. to the cost of institutional programs. Capital expenditures at many . 
in'^titutions are critical to interncil management decisions, and are an important 
component of the fuTl cost of higher education. However, capital costs usuatly 
do not directly influence the operating costs' of the instructional! program ex- 
cept as an amortiz'dtion expense component of total annual; cost, . For this reason, 
we. concluded that the purposes of this study are best served by excluding such 
costs. Capital 'costs and expenditures will be considered as part of a -more 

comprehensive higher education information reporting project. ^ 

^ ■ • ■ \- ' ■ ■ ■ ■.- 

Thus, the Oost Study is a limited scope effort. -It will rei:Qmmend a method- 
ology to identify differences in cost factors annong the colleges j^d ii^^^^^^^^ 
sities in Massachusetts. Because of^th^^unique mix of public and private 



/ , JnCHEMS, the National C^ter for Higher Education Management Systems, has pro- 
vided many accepted:, standards appropriate to data anal3(;sis including^[12]^ [9], 
and [15]. , ■ / . ; ' 

The issue of accounting for capital- cost i.s^not unique to higher education, 
e.'g., [30]. /NCHEMS has proposed standards [27] Which are now being reviewed . 
nationally. , . . 
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instf^utions in Massachusetts , it is necessary to focus on a simpl^ified pro- 
cedure, that minimizes data requirement's and at the same time -accommodates the 
diversity of programs present in the rrtany types of colleges and universities;^ 
that. are to participle in the overall study. Subsequent phases of the Cost 
Study will be a test of the methodology followed by a full-scale fmplementatiori 
of the data collection and reporting procedures . 

Th^ Instru ctional Cost Index > - , 

In undertaking tli^. Cost Study, it was anticipated that the. committee would be 
able to borrow heavily from the costing methodology proposed by the National- 
Commission on the Financing of Postsecondary Education and the National Center 



for Higher Education Management Systems "(NCHEHS). After reviewing these recom- 
me'ndations [17], [27] and the work undertaken in other states, [7], [26] it ap- 
peared that the jiie^thodologies follow well defined cost accounting procedures 
yielding, cost figures as precise as the methodologies are complex. For our pur- 
poses, however J, accuracy is more important than precist^, both in the identi- 
fication of cost differentials and in the identification of probable causes of 

the differences. The focus on cost differentials required the undertaking of 

■ 4" ' ■ ■ ' 

what was tl^ought to be a departure from contemporary costing procedures as 
represented,' for example, ;|)y the recommendations of the National Commission on 
the Ffinancing of Postsec.ondary Education. No claim of basic originality is 
mad^ for'our proposed procedure except possibly as a unique application of some 
fundamental notions^. Our basic proposition is that the purpose of cost analysi 



3 * ■ - . ', ■ ■ ■ < 

Approximately 58% of. the students in Massachusetts are enrolled in private 

colleges and universities. [2-1 ]. . \ \ ' 

^^Contemporary costing methodologies have not changed significantly for at 
least fifty years. Seej -^for example [25]/ , 

%he basic relationships have- been described by many authors including [19], 
[23], [29] and [32]. . \ 
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is to provide information which will facilitate planning and management de- 



cisions, It follows that differentials among the c^st indicators provide 
little information unles^s the factors that caused tihe differentials are weTl 
understood by th'e pol icy .makers [24]. 

It is important to understand that we have not undertaken an instructional cost 
accounting study to determine the direct ''cost of -!ihstruction".\ Our intent is 
rather one of simplified inst:ructional cost analysis. Indeed, any cost study 
which purports to attribute' a factual cost value |bo activities requires- an ex- 
plicit determination of threB fundamental questit^ns: , 

"^^--^-^ ^ '"l... .,0ua cost of what? N > . 

The c ' . • 

3. The -60$ t for w[|ich specific purppses? ^ j- 
Our purpose is policy analysis; For this p|lrp0ie, the cost to the institution^ / 
for direct instructiona.l activities may ^be ^'dierived from a/**process^ c^^ 
procedure [3] by imputing a cost; indicator from dctta elements which are basic to { 
the instructional program. Thus, we regard in/structional cost valujs^s as infor- ; 
ination indices which are tools useful for pol/ey analysis\ Alternatively, the j 



direct program costs of other institutional /ictivities are derived by using a ! 
total cost approach.sin.ee our primary focus is i.nstruction. In program areas / 
such as research, academic support^ 5tude>1t services, etc.,, we have adopted 
standiSrd accounting procedures as recdfcitfended by College and University Business 



. Administration (CUBA)[a], NCHEMS at W:^^HE [27]., and the Joint Accounting Group 

MJAG)ii5]. / ; ; ; /. 



^We use Anthony's definition of^/ost as a measure of the use of resources /[4]< 



'Determining cost values for policy purposes requires a melthodoloby different 



from that requi red for other purposes, such as using cost 
tool for resource acquisition. Cost analysis for pricing 



valuesjias a pricing 
purpos|s typically 



requires a "job costing" procedure [3] that utilizes cost centersL allocation 
cooVentions, and detailed accounting procedures. When costs are Wilt up from 
ijfidiyidual cost centers, accounting procedures and conventions mult handle all 
eixceptions that might arise in deljtermining the cost associated wip each 



specific activity or cost center. Similarly, allocation conventicf 



ns for at- 



tributing overhead costs to primary cost objectives may be- useful If or pricing 
purposes. However, overhead distributions do not contribute inforjnation for 
policy making on direct program activities- ; 

good policy analysis does not leave the policy maker at the merqy of the analyst 
khen the procedures used in cost analysis are so complex that variattions in cost 
ciifferentials are con fended in conventions, allocations, and al^ebr^aic manip- 
ulations, the influence of ppl icy variables' is masked. For these re'^sons, among 

Others, we have avoided the "full cost" notion of- unit costing,- whece cost dif- 
■ ' , ' ■ . ■ I ' 

ferentials are often due to allocation ccflventions, rather than management .de- 
cisions as reflected by policy variables. Simply stated, the policy i^ecisions 
of th^ institutions are reflected only in direct costs of each progran|. Indeed, 
only the direct costs of activities are controllable in a management sfense. - 

It should be noted that the Instructional^tijst. Index procedure deals with only 
two levels, of information. As represented by Figure 1 below, the first level 
is the Ind^x itself. Which provides /suBwary information ppinting out where 



differences exist between indices^, for. example, between two institutions. The 
second level of information is the numerical values of the policy variables 
which explains the numerical differem:es of the indices. A third level of in- 
formation is the description of detailed operating pol icies^that explain^ the 
differences between polic^^ varia^t^e values. This third 16veT is xlearly beyond 
the scope of simple data collection. It is appropriately left to discussions 
between individual? institutions. . * 
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To make effective decisions, administrators must avoid bogging down in search of 

* ■ . ' ■ . 

art:lfici^il precision. The policy analyst's basic rule has been stated as, "It 
is better to be roughly right than exactly wrong!" [18]. 



These procedures apply equally to comparisons within an institution, by depart- 
ment or discipline, by level of instruction, between alternative types of in- ^ 
stitutions, or various combinations of level, discipline, and institution. 
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We take this precept as our basis for proposing the Instructional Cost Index/ 
procedure as a simple yet effective method of ideRtffying approximate indi- 
cators of instructional cost. This approach does not provide absolute precision 
and universal utility as a costing methodology. But it does provide useable in- 
formatiion to assist policy decision making. Under most circumstances, policy * 
information requires accuracy rather than precision. Moreover, Analytical pro- 
cedures must be easily understood by. policy makers lest they mislead 6r confuse. 
The Instructional Cost Index mefets these criteria. ' 

Policy Variables of Instructional Cost 

We identify the following policy variables as a minimum set for analyzing 
instructional costs: 

1. Faculty compensation. 
_ - ^2, Relative faculty effort^^ 

3. Class section size. 

4. Faculty teaching load. y 
^ 5. Instructional support. expense. 

The numertcal values of these variables characterize insi^ti tutional policies . 
that. -influence significantly the direct cost on instruction- Insiwc/-" ' 
tional support expense includes the expense of graduat&^tude^nts, diitributed 
departmental support personnel and expenses, and certain directly id|[ntifi- 
able instructional expenses. This variable describe^for many progr/ams the 
"degree of non-faculty resource support. It is often indicative of program 
enrichment. The other policy variables determine the faculty salary component 
of the direct instructional costy As indicated earlier, the purpose of the 
policy v^arlables is to provide niWerical information to help decision makers 
focus on probable causes of differences in instructional cost indices. It should 
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be noted that these policy variables are not suggested as independent vari- 
ables, but, only as pr^ima facie indicators of policy. ThusT beyond being in- 
dicative of instructional policies, the numerical values oV policy variables 
have only that significance which ultimate investigation and discussion re- 
veals, ^ 

Faculty compensation is the policy variable which reflects the institution's 

policy and priorities- with respect to salary levels among the various faculty. 

Since institutions of higher education are labor intensive, expenditures which 

follow from faculty compensatibn policies are typically the major items of in7 

stitutionaV operating budgets. Class* section size reflects the discipline or 

department policy on small ,or large classes, and is a more meaningful variable : 

than the student/ faculty ratio which is sometimes used mi^akenly as a class • 
8 

size policy g^auge . The average class sectioh size, a variable that relates 

bath to academic and fis'cal policy, may vary among disciplines, instruction types 

■/■■''' . V 

(cla^^room, class laboratory, tutorial, etc.)» and level of instruction. Faculty 

teaching load is another policy variable for which the numerical value may be 
viewed as a consequence of academic and fiscal -policies and priorities. Although 
faculty 'teaching load is a measure of the ^distribution of the formal instruc- 
tional activity of the organizational unit, it does not indicate the extent of 
the faculty resource committed to or expended on instructional activities. For 
this purpose we have defined relativ.e faculty effort as a policy variable in- 
dicative: of the amount of time or effort which faculty spend on instruction as 
Compared to all other activities for .which they receive institutional compen- 
sation/- / 



%ee, for example, [11 j. 
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A conparison of the numerical values, of the policy variables wilf indicate " 
quantUative pauses for varicitlons among the cost indices. Although the In- 
structional c/ist Index provides lUtl« expTt^t4nfom on the reasons 

i ■ ■ ■ ■■ . ' ' ■ ■ ■ ' . ■ 

for secdndT^^^-Tn«iep4.G^I.,\^^ among the .pplicy variables, these second 

level differences can provide direction anTltea^ive for further exploration. 

Investigating differences in the numerijcal A^lues of policy yariafales 'is an 

appropriate firsrstep in us^iag the Instr*t1ona^^ Cost Index information for 

jisiproved 1tt&UI,iitvofial^ We.!! as' for statewide policy considerations 

Range of Values \ ' ' . . ' 

The range of possible numerical values for each policy variable depends on the , 
level of da1;a aggregation and analysis. For purposes of this distussion, we 
assume that the pc»1icy varTatre5:Te-late to the Instructional Cost Index I? an 
average ot-the 'values at the aggregate discipline category level b^ institution'. 
J^RTtal ranges under this assumption are arrayed in Figure 2. 



Figure 2 

RANGE OF Tl£ FUNDAHENTAL POLICY VARrABliS 



POLICY VAR I ABi r 


RANGE OF TYPICAL 
AVERAGE -values' ' 


RELATIVE 
VARIATIOH 
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-■ • j 
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-1:100 
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The average faculty compensation across Massachusetts' colleges and univer- 
sities will range from about $11,000 to $22, 000^ /or a maximum relative change 
on the order of 1:2. Similarly, the relative variation'' of the average rel a-* 
tive faculty effort ^nd. average^faculty loa-d may e^ch be rlaSjonably estimated 
to be approximately '1:21 . Average class size, typically takes on a nltich larger 
range of numerical values; a relative ra:nge of 1:10 seems, reasonable 
across various academic disciplines and institutions. Because of the variety 
of instructional delivery systems used by the many is^cademic disciplines and the 
alternative .resource mixes required for instruction in these disciplines, the; 
instructional support expense variable may take on a wide range of values, which 
we estimate is between $2' and $100 per instructional .unit. Obviously, it will 
be OBtessary to. examine data from various institutions before these hypothetical 
ranges can b« verified. For current pMrposes, however, the ranges seem suf^ 
ficiently accurate. Sv. , ' ^ 

The Instructional Cost Index varies* directly with average faculty salary and 
Yelative faculty effort, and inversely with average faculty load and average 
c1asSv$ize for fixed va^^es of support axpensie. The practical academic rela- 
tionships among the policy variables suggest that extr^ values of the Index 
are unlikely ijritHn an insti tutiijft. However, aor^aa a large number, of p.ublic 
and private institutions — as in Massachusetts— - wide varfations are ejected 

Gixe^n th,e possible values for policy variables enumerated above, it seems clear 

.t 0. ■ . . ' , ■ ■ 

that the policy variables most likely to cause large variations in the Index 

■ •** ^ 

ar? average class size and instructional support expense. 

%his estimate is based oh the Fall 1973" AAUP salary survey [1]. 



I>i'stnbutinci the Relative faculty Effort . - 

College and university faculty frequently engage in assigned activities beyond 

the instructional program. Thus it is necessary to identify that portion of 

faculty cost which is appropriately distributed to instructional programs. 

Consequently, the Instructional Cost Index includes a policy variable which , 

reflects the proportion of faculty effort^*^ devoted to instructional activities'. 

Under most circumstances.Jthis factor will range from an average of 40^ to 98% 

of the faculty effort \y( a/given department- It may vary from 0% to 100'« for 

Individual faculty persons. The proportion of faculty effort devoted' to instruc 

- . . / ■ / . ■ . 

tion may,. for some/tnstitutions, be the mo&t difficult data element to provide 

For example, distributing the relative faculty effort by level of instructign' 

often requir^ an imprecise determination of what is basically a subjective 

variable. Since in many "cases variation In the average by department is quite 

sfnall, some Institutions may wish to estimate the relative faculty effBrt using 

judgments of individuals familiar with the instruction program, e.g., department 

chairmen. Other institutions, esp'etially larger ones, may prefer to conduct 

substantive analyses of faculty activities in order to generate information for 

other purposes. 

For the purpose of aggregate analysis, particularly among homogeneous units, 
-H may be ^sufficient to use a single variably! that estimates the proportion of 
faculty effort across all levels of instruction. Moreover, for comparison 
of like institutions it may be sufficient to assume that the relative faculty 
effort is equivalent In all cases and, tl^s. to lignore this particular variable. 
Whether relative faculty fef fort is included in the Index depends primarily on 

'''We equate "effort" to the proportion ^f Yacu.Uy assignment attributable- 
td a program activity. See [22]. \ ■ ./ : ^ 

- / . • \ : - . . 



the. purpose of the analysis, but also on the information value of the data, " 
the degree of precision sought, and the exteiv^-of-4u«TOgeneity among the units 
to be comparpd. 

Data Requirements . 

The basic Instructional Cost Index proce4ure requires only seven data elements 

1. The total measure of instructional of ferings\^ . 

12 

2. The total measure of student instructional activity / ■ 

3. The average relative fa^^i>fy" effort. ' , 
4- The full-time equivalelfit number of faculty. 



5, the total faculty rcon'b^nsati^^^^ 

^ 5. The expense for-d1r6cltliy identified Instructional 
support (e.g., teachife assistants, lab supplies, 

etc.),' ■■■■ ■ ' 

7. The total acadewic deparbi^nt expenses for support 
personnel, supplies, nqt directly attributed 

to the instruct1onal./program. \ 

Since the Index is intended for wide use, the data on which it rests must 
: be widely available. For this reason,' the seven data elements selected 



represent " the minimum set of those 
in our opinion, those that should b 



ijjata elements currently used, (or at least* 
5 used) by acadernic administrator's for 



policy planning and- analysis. Moreover, speciaT efforts were made to insure 
data element compatibility With standards b^-ing developed at NCHEMS [9] and 
with definitipns that have been proposed as natidhal standards by the National 
Commission .;pn the Financing. of Posisecondary Education [17]. These 
standards apply primarily to the costs of instruction. Financial data " 
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lastruc'tional offerings (i.e., bourses ) are measured in terms i)f credits, 
contact hours, sections, or some other means of weighting each' .instruc- 
tional activity. * " 

Sz ■ ^ . ■ ■ • ■ . ^. ■ ■ % ' 

-Student instructional activity is •d&feermined from the number of stti'dents 
engaging la- a particular instructional activity (those .enrolled) and the 
• weight attached to that activity (course credit hours, weekly contact hours, 

- etc,}.. - V 

'/■■■■■ ' . . la.- ■ ■ . • • ■ . 



r 



reUtIng to other areas^bf Institutional bp to ' 
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JAG . [15] and CUBA [2] categories 



The Instructional Cost kjpclex may be expresseci in terms of seven baste data 
elements.. AHernatiWel|)f, itj may be expressed 1n terms of fundamental policy 
vartables" which are derived from-the basicofata^elements. Becaus^ of this 
flexibility, the Instr^uctional Cost- Index has a 

for policy making purposes, Dat^ requirements are minimal. Dataiiel^eme^ 
form to national staiidards suggested by NCHEMS and t^e Federal gorier nme^^^^^^^^ 
relationship betweer^' values of the Cost Index and cot^responding values , of policy 
variables is straightforward and easily understood. In' addition, the policy 
maker is not dependent upon7the outcome of Analysis for information, but^ x^an 
proceed directly ffom cost differences /to policy variable values in order to 
determine which factors caused the di1f<ererices. Moreover, the myria<J-: of minor 
accounti455^^xt^ptlo^ that arise in^ complex educational situations cause only • 
minor perturbations in the Indisx, and can be ignored for bur purposes. Thus the 
Instructi(>nal Cost Ind^x is both simple^H^t^^ 

Appl icatiQn of the ^Instructional Cost Index 

To demonstrate the appli.cation- of the Instructional Cost Index, data were col- / 
lected from five sample academic dejpartments at the University of Massachusetts' 
at A/nhefSt. %ble 1 displays tjfis data as representative of discipline clusters 

required for the Instructional Cost Index computations. The data have been 

>i ■■ . ' , " ■ . ■ ■ ' • 

summed to represent a college total. Although only seven basic ^l^ta- elements 

■ .* , ■ " - ' \ ■ ' ' ■ ' 

are'reoiiired^ three of these elements are displayed by level of instruction in • 
the belief that-4i|ore usefu policy information emerges if the Instructional 
Cost Index is developed from data for distinct levels of instruction (lower 



1? 



dlvlsiqn undergraduate/'upper dWision undergraduate, and,| graduate) . TheseN 
distinctions are desirable because large cost diffetjentiaVs may \^exist 'Between 
levels of instcuc^on- In addition, a lost Index by lev^l of instruction will 
assist comparisons ,^<Tiong different types of institutions (e.g., two- and four- 
year instijtutiq)is). pata elements required' for analysi^ by level of ii,struc- 
tion are student credi"!'- hours, course credit hours, and relative faculty effort. 



Taile 1 



BASIC INPOt, DATA REOUIRFD FOft THg lHSTRUCTIWIAL COST INDEX 



m 



Level Of ■ 



CjSClPtlNE Cl.U$TER 



CRAOOiTt 



5.781 
L905 



10.693 
5.601 
lz7£(9 



UPPER. 
uKADUATE 



195 

96 
9i* 



m 

167 

m 




1,31.0 
L27i2 
LIOS 



6.285 
11.501 
1.368 



61 
130 
163 



125 
257 



30.007 
32.242 



791 

\f v ■ l.,181 
' "1.827 



UPPEK 
GPAOUATt 



m 
111 

29t 



20Z 
51X 



IIJ 
22X 



lOZ 

2o: 

28J 



1« 
ill 
29Z 



ALL LSygLS . 



17.7 



v- 111. 2 



25,2 



36.5 



229.3 



%ipffiATIOH . ' «56,315 



$905/195 



*hm339 



^$565,856 $731,048 



jL * . All uvxLS , J 19. 595 



$267,5'»8 



All ISVSLS 



$ 2'«.15^ 



$131,550 



$ 28.105 



$ 17.'839 



$ 83.611 



$1.^85.753 



$ 102.881 • $ 71.0a . $ 60.819 . $ 521,955 



$ 315.259 
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Student credit hours and course- credit hours by level of instruction were avail- 
able from institutional files. Relative fcculty effort data, more difficult to 
obtain, required an estimating procedure. The estiinates were developed ^rom a 
previously administered campus faculty activity analysis. 



InforiMtTonr in Tablii 2 was obtained by computing average' cls^s size, average 
faculty load, average ifaculty Salaries, and average support expenses from the 
baste data presented il Tabje-1\^ Relative'^ facul^ 2 is 

a- sutmiation of relative faculty -effort by level of instriicl^i^n. An Instruc- 
tional Cost Index ftSr each discipline cluster was calculated using these-i4^_ 
policy variables. ■ , . 



Table 2 

POLld? VARIABLES DERIVED FROM BASIC INPUT D4TA 



BUSINESS Wi^^s'- ' Hl l flANITlFS F^fi"rNFEfiING^"%^?^Nrk %\W 



AVtRAKE Class size 

V - \W :.LEESI 



^27.3 



25;3 

10. S'- 8.1 
682 ■ 651 

AVERAGE FACULTY COMPfNSATIOK $20,595 %2Q.m 



AVERAflE FACULTY LOAD 



RELATIVE FACULTY EFFORT 

' .P.-:r' :EUT, 



17.8 

a.o 

591 



10.4 
6.8 
611 



AVERAGE SUPPORT EXPENSE J 3.« 



J 16.92 



$18,313 7 $21,598 



$ 3.29/. ' $24,72 



8.9 

■■58: 

, $20,029 
$ 5.21 



IflSTRUCTIOKAL COST IlfflEX 27.1 



49.5 



118,3 



28.3 



21-. 5 
8.5 

$19,565 
i 7.96 



43.2 



Examination of the data in Table 2 will po1;it to\|ie policy variables that cause 
differences in the- IristriJctlpnal Cost Indices. For Example, the Instructional 
Cost Index, for Engineering is' approximately 2.5 times greater than that for 
Humanities, The average'cUss size in"" Engineering is apprisximfitely one half that 
of Humanities, an?l can be identified as a major e&use of the Iftdex differential . 



Although slight differences are discer'nable in faculty load, relative faculty 
effort, and faculty compensation* the two largest contributors to the dif- 
ferential are i^lass size and support expense. A comparison between Business 
and Social ScierrceT, two discipline clusters that have almost equal Instruc- 
tional Cost Indices,. indicates that the-values of each' set of policy variables 
:^are relatively close.v Tab.le 2 is an example of the type of analysis which ' 
may be conducted usijig 'data from the Instryctional Cost Index. Similar analyses 
may 'be conducted across a number of colleges and universities for dnterinstitu- 
titfnal comparison. Again, it is important t&tnote from this example that, 
although d^ta requirements are minimal, the rei^ul ting policy information may ^ 
be $ubs|antial . ^ \ 

Much attention has recmtl^y^een given to comparing annual student costs . . 
Such Campari sQJds, if examined carefully, will. Indicate two types of differential 



those due to curricular differences, and those due to instruc|tTbhiiT difference. 
It may be argu6d that in many cases curricular differences csnitribute to the dif 
ferential only because . o?f instriictional cost differences aLong depar'tments. 
Therefore, it seems tp us that annual per student cost data may not contribute 
significantly to .Approved college planning artd tnanagement. . Nonetheless, 1n 
some instances, itj^inay be, r^equ compare the annual direct instructional- ' 

cost per student arross fields ^if study, student levels^ and/or ifistrtutiohs/ 
For these purposes, the Instructional Cost Index ma^be used as an approximate , 
cost,* which, when weighted by the average disjtributlon^^^ curriculum; 
yields an es'tlmate of annual direct instriictidnal cost per student. An example 
of this appllGation is displayed In Table 3, where the computed Instructional 
Cost Index for several discipline clusteji^s Is shown with the distribution of 

^^See» for example/ [16]. 
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mean a>\nual student credit hour loads for several fields of study The 
V, average annual student cost ty major field of study is obtained by multi- * 
plying the Instructional Cost Index for each discipline cluster by the aver- 
age annual s^tudent toad within that cluster and summing -the products for each 
average student curriculum, this type of information may be used to array 
the average annual student>cost in varicfus disciplines for internal institu- 
tionr:3 comparisons. If these cost values are aj^rayed, data such as shown in 
• JPable 3 should be provided in order to unravel the differences amp^ng studant 
cost and to distinguish curricular differences from instructional cost dif- 
ferences. ^ ■ ^ ' 



Table 3 . 

EXAMPLE OF COflPUTlKG AVERAGE ANNUAL DIREC? 
INSTRUCTIONAL COST PER STUDENT 



Student Major Fields of Study 



:iPLiN6/ Instructional 
Cost h 



alOLOGlCAL 



EliGINEERlNG ' 

-~leffSi:Es 



f 



NDEX 



, sen 



AVG, 
COST 



sen 



Ava. 

COST 



HUHAHITIES 



ENGINEERING 



AVa, AVBTr — 
SCH ■ COST \ SCH 



AVdi. 



27.1 

19.5 
1^7.2 

118'; 3 

2B.3 



10 

8. 
5 



$ 271 



$ 9i 



\$ 3^6 10 $ 195 8 \J M 

i 2^ 8 t 378 12 U 566 

.-_ -1$ — 

11 i 311 



$ ~ 




S??fNcts 
Ava. Av.:. 



$ 170 \ 12 $ m 



M i 113- 



12 



$ 297 
$.566 
$ — 

$ 310 



TOTALS PER YEAR 



30 



JL120 



$1,267 



31 $L273 



30 n/ni 30 



$L203 



It should be noted that in order W construct TabTe 3 it is necessary to 
compute the mean number of units iaken iri\each department by a student in. 
a given major field of study. The\array of t)iese yalues is known as an 
Induced Course Matrix (ICLM). Further information way-be found in [6]. 
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' i Conclusion - 

Information provided by the Instructional Cost Index and related policy vari- 
ables is useful for policy analyses requiring comparative data on instruc- 
tional costs*. This information is easily understood by both administrators 
and analysts and provides useful insight to institutional policies- Such in- 
sights may assist decision making at. various management levels. Moreover, the 
Instructionral Cost Indox is a powerful method for identifying, cost differences 
from a simple and relatively accessible data set. For these reasons, the In- 
structional Cost Index is an apfiropr^iate and desirable methodology for accom- 
plishing simple intrainstitutional and interinstitutional cost comparisons re- 
quired for policy purposes. 
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